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EXECUTIVE  SUMMARY 
Congressional  Mandate 

Under  Section  933S  of  the  Omnibus  Budget  Reconciliation  Act  of  19S6 
(OBRA-86),  effective   January  1,  1987,  physicians  and  institutions  may  receive 
explicit  payment  under  Part  B  of  the  Medicare  program  for  the  services  of 
physician  assistants  (PAs)  furnished  under  the  supervision  of  a  physician  in 
hospitals,  skilled  nursing  facilities  (SNFs),  intermediate  care  facilities  (ICFs),  or 
as  assistants-at-surgery.   Explicit  payment  is  not  available  for  all  settings—most 
notably—for  routine  visits  provided  in  the  physician's  office. 

Previously,  non  "incident  to"  payment  for  PA  services  was  authorized  only  in 
certain  settings  (e.g.,  rural  health  clinics),  and  physician  payments  could  be  made 
for  PA  services  provided  "incident  to"  physicians'  professional  services.  Since 
0BRA-S6  expanded  authorization  for  non  "incident  to"  payment  for  PA  services, 
the  legislation  required  a  report  to  Congress  by  April  1,  1988  on: 


.  .  .  appropriate  adjustments  to  payments  for  physician  assistant  services  to 
ensure  that  payments  for  such  services  approximate  the  cost  of  furnishing 
such  services,  including  compensation  costs  and  overhead  costs,  and  costs 
of  physician  supervision  attributable  to  employment  of  physicians' 
assistants. 


Research  Approach 

The  choice  of  a  research  approach  to  this  study  was  heavily  influenced  by:    1)  the 
lack  of  empirical  data  on  PA  Medicare  service  delivery  (particularly  in  the 


settings  covered  by  the  new  legislation);  and  2)  the  scant  literature  on  how  PA 
employers  are  using  PAs  to  deliver  services,  especially  in  nonprirnary  care 
"settings.  ■  - 

Given  the  fact  that  the  legislation  has  not  been  in  effect  long  enough  for  PA 
employers  to  take  full  advantage  of  the  reimburseinent  change  and  the  time  lag 
involved  in  collecting  Medicare  PA  claims  information,  the  minimal  amounts  of 
quantitative  data  available  were  supplemented  with  extensive  qualitative 
information. 

The  analysis  involved  a  comparison  of  the  estimated  payment  rates  for,  and  costs 
of,  PA  services  in  order  to  directly  address  the  mandate  of  the  congressional 
report.   This  analysis  provided  information  on  the  estimated  net  revenue  (PA 
payment  rate  less  the  per  unit  cost)  of  a  PA  visit. 

Study  Findings 

Results  from  this  limited,  nongeneralizable  study  indicated  that:^ 

o     The  average  PA  mean  prevailing  charge  exceeds  the  average  PA  salary, 
supervision,  and  overhead  costs  for  hospital  and  nursing  home  visits  as 
well  as  surgical  assisting  services. 

o     The  new  legislation  may  not  provide  office-based  physician  practices 
with  strong  incentives  to  substitute  PA  time  for  physician  time  because 


it  is  still  more  profitable  for  physicians  to  bill  for  their  own  services. 
Hence,  the  volume  of  PA  services  provided  to  Medicare  patients  may 
not  expand  substantially. 

o     State  and  institutional  constraints  on  PA  autonomy  may  continue  to 
limit  the  potential  expansion  of  PA  services.   This  implies  that  services 
might  be  billed  to  the  supervising  physician  rather  than  to  the  PA. 

o     Limited,  preliminary  evidence  suggests  that  the  volume  of  PA  billings 
under  Medicare  is  small;  this  may  indicate  that  the  impact  to  date  of 
section  933S  is  small.   However,  due  to  the  lack  of  baseline  (i.e.,  pre 
OBRA-1986)  data  that  clearly  identifies  PA  services,  it  is  difficult  to 
determine  if  PA  employers  are  not  billing  for  PA  services  under  the 
new  legislation,  but  rather  are  continuing  to  bill  for  these  services  as  if 
they  were  physician  services. 

Policy  Implications 

o     The  evidence  gathered  in  this  study  comparing  PA  payment  rates  and 
costs  is  not  sufficiently  firm  to  justify  specific  adjustments  to  the 
current  PA  payment  rates.   This  is  not  only  because  of  inadequate  data, 
but  also  because  the  legislation  has  not  been  in  effect  long  enough  for 
PA  employers  to  take  full  advantage  of  the  reimbursement  change. 

0     Although  it  would  appear  that  the  strongest  case  for  a  diange  would  be 
in  the   area  of  surgical  assisting,  caution  is  advised  here  for  the 
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following  reasonj.:     (1)  the  basis  for  the  estimates  was  the  least  firm, 
(2)  the  reductions  in  prevailings  for  certain  surgical  procedures  Included 
in  study  (i.e.,  cataract,  transurethral  resection  of  the  prostate  and 
pacemaker  implantation)  mandated  by  OBRA-1986  and  the  Omnibus 
budget  Reconciliation  Act  of  1987  (OBRA-19S7)  were  not  reflected  in 
the  PA  payment  rate  and  cost  comparison,  (3)  the  requireioent  for  pre- 
approval  by  Peer  Re/iew  Organizations  (PROs)  of  assistants-at-surgery 
for  cataract  operations  was  also  not  reflected  in  the  analysis,  and  (U) 
there  was  little  evidence  that  practices  were  responding  to  this 
apparently  large  economic  incentive. 

o     Development  of  a  separate  PA  fee  schedule  has  many  disadvantages.   It 
would  be  administratively  more  complex  than  the  current  payment 
mechanism  and  would  not  necessarily  better  reflect  the  costs  of  PA 
services. 

o     Research  advances  in  the  area  of  physician  reimbursement  may  yield 
findings  that  will  help  us  to  better  understand  whether  the  level  of  PA 
payment  is  adequate  to  cover  costs. 

0     Future  research  needs  to  address  both  the  appropriateness  of  payment 
issue  and  the  broader  question  of  whether  the  intent  of  the  legislation  is 
being  fulfilled.  Both  would  require  the  monitoring  of  payments  for  PA 
services  under  Medicare. 
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INTRODUCTION 

The  Congressional  Mandate 

Under  Section  9333  of  OBRA-S6,  effective   January  1,  19S7,  physicians  and 
institutions  may  receive  explicit  payment  under  Part  B  of  the  Medicare  program 
for  the  services  of  PAs  furnished  under  the  supervision  of  a  physician  in  hospitals, 
SNFs,  ICFs,  or  as  assistants-at-surgery.   Explicit  payment  is  not  available  for  all 
settings— most  notably— for  routine  visits  provided  in  the  physician's  office. 

Previously,  non  "incident  to"  payment  for  PA  services  was  authorized  only  in 
certain  settings  (e.g.,  rural  health  clinics),  and  physician  payments  could  be  made 
for  PA  services  provided  "incident  to"  physicians'  professional  services.   Since 
OBRA-86  expanded  authorization  for  non  "incident  to"  payment  for  PA  services, 
the  legislation  required  a  report  to  Congress  by  April  1,  1988  on: 


.  ,  .  appropriate  adjustments  to  payments  for  physician  assistant  services  to 
ensure  that  payments  for  such  services  approximate  the  cost  of  furnishing 
such  services,  including  compensation  costs  and  overhead  costs,  and  costs 
of  physician  supervision  attributable  to  employment  of  physicians' 
assistants. 


Research  Approach 

The  choice  of  a  research  approach  to  this  study  was  heavily  influenced  by:    1)  the 
4ack  of  empirical  data  on  PA  Medicare  service  delivery  (particularly  in  the 


"settings  covered  by  the  new  legislation);  and  2)  the  scant  literature  on  how  PA 
employers  are  using  PAs  to  deliver  services,  especially  in  nonprimary  care 
settings. 

The  research  approach  involves  a  comparison  of  the  estimated  payment  rate  for, 
and  costs  of,  PA  services  in  order  to  directly  address  the  inandate  of  the 
congressional  report.  This  analysis  provides  information  on  the  net  revenue 
(estimated  PA  payment  less  the  per  unit  cost)  of  a  PA  visit. 

BACKGROUND  AND  LITERATURE  REVEW 

Background  on  the  PA  Prof  essiori 

PAs  are  mid-level  health  care  practitioners  trained  to  provide  diagnostic  and 
therapeutic  services  under  the  supervision  of  physicians  (Office  of  Technology 
Assessment  (OTA),  1986).   Current  background  information  on  the  PA  profession 
is  summarized  below  (Appendix  A  contains  additional  information  in  tabular 
form): 

o     As  of  the  spring  of  1987,  there  were  approximately  19,000  PAs  in  the 
United  States.   About  80  percent,  or  15,000,  of  these  PAs  are  certified 
and  working  in  the  PA  profession  (Emilio,  1987). 


o     The  active  supply  of  PAs  has  increased  approximately  70  percent  since 
1980  when  about  8,800  PAs  were  active  in  the  field.   The  supply  of  PAs 
is  growing  steadily,  with  an  estimated  1,000  PAs  graduating  each  year 
(Emilio,  1986). 

o     PAs  appear  to  have  little  trouble  finding  work:   only  3.1  percent  of  PAs 
are  unemployed  (Association  of  Physician  Assistant  Programs  (APAP), 
1987). 

o     From  1978  to  1986  the  fraction  of  PAs  working  in  primary  care 

specialties  declined  substantially.   Correspondingly,  there  has  been  a 
rising  trend  toward  specialization  with  medical  and  surgical  specialties 
registering  increases  over  the  period  (Table  A-2). 

o     PAs  work  in  a  variety  of  practices  and  institutions.   In  1986, 

approximately  33.5  percent  of  PAs  worked  in  office  practices,  27.it 
percent  in  hospitals,  19.U  percent  in  clinics,  12.1  percent  in  other 
institutions,  and  7.6  percent  in  other  settings.   (Table  A-4). 

Federal  and  State  Policies  Irtfluencing  the  PA  Practice  Environment 

The  Federal  Government  has  provided  incentives  encouraging  PA  practice 
through: 

o  Reimbursing  federally  qualified  health  maintenance  organizations 
(HMOs)  and  competitive  medical  plans  (CMPs)  under  the  Medicare 
program  for  PA  services. 


o     Reimbursing  certified  rural  health  clinics  under  the  Medicare  progrann 
for  PA  primary  care  services. 

o     Paying  for  home  care  visits  under  Medicare,  conducted  in  accordance 
with  a  plan  of  treatment  established  by  a  PA,  in  medically  underserved 
areas  with  a  shortage  of  home  health  agencies. 

o     Granting  Medicare  and  Medicaid  waivers  (for  a  currently  ongoing 

demonstration  funded  by  the  Health  Care  Financing  Administration)  to 
allow  payment  for  PA  visits  provided  in  nursing  homes  under  limited 
supervision  in  Massachusetts. 

State  policies  also  affect  where  and  how  PAs  practice.  State  laws  and 
regulations  (i.e.,  State  Medical  Practice  Acts,  which  are  typically  implemented 
by  State  medical  boards)  usually  specify  requirements  in  the  following  key  areas 
(see  American  Academy  of  Physician  Assistants  (AAPA),  1987): 

o  Scope  of  practice. 

o  Prescribing/dispensing  privileges. 

o  Supervision. 

o  Qualifications. 

In  accordance  with  the  Medicare  statute,  a  PA  must  be  legally  authorized  to 
.perform  his  or  her  services  by  the  State  in  which  the  services  are  furnished. 
Hence,  if  State  laws  are  strict  in  terms  of  the  scope  of  practice,  prescribing 


privileges,  and  supervisory  requirements,  PA  employers  in  those  States.may  be 
unable  to  take  advantage  of  the  new  Part  B  reimbursement. 

Summary  of  the  PA  Productivity  Literature 

The  literature  on  PAs  was  largely  generated  by  the  policy  concerns  of  the  1970s- 
-namely— how  could  primary  care  be  delivered  in  the  United  States  given  the 
perceived  shortage  of  primary  care  physicians?   The  use  of  PAs  as  primary  care 
physician  substitutes  was  studied  in  terms  of  the  following  questions: 

o     What  is  the  range  of  tasks  and  visits  that  could  be  delegated  to  PAs 
(i.e.,  "visit  delegation")? 

o     How  productive  could  PAs  be  relative  to  physicians  (i.e.,"visit 
productivity")? 

o     What  is  the  amount  of  cost  savings  that  could  be  achieved  through  the 
substitution  of  PAs  for  physicians  (i.e.,"cost-effectiveness")? 

Visit  Delegation 

o     Visit  delegation  studies  seek  to  determine  what  subset  of  physician 
visits  can  be  delegated  to  PAs. 


o     In  one  of  the  few  studies  including  Medicare  patients,  Crandell  et  al. 
(1984)  showed  that  patients  under  age  65  were  more  than  two  and  one 
half  times  as  likely  to  have  a  primary  care  office  visit  delegated  to  PAs 
than  those  over  age  65. 

Visit  Productivity 

o     Visit  productivity  research  focuses  on  relating  the  number  of  visits 
provided  by  a  practitioner  to  a  unit  of  time.   Two  accepted  measures 
are: 

-  Average  productivity  which  represents  the  average  number  of  PA 
visits  per  unit  of  time. 

-  Marginal  productivity  which  represents  the  additional  number  of 
visits  that  can  be  provided  by  having  the  PA  work  one  additional  unit 
of  time. 

o     Average  productivity  estimates  from  Mendenhall  (1980)  for  a  solo 

primary  care  practice  are  2.8  visits  per  hour  for  a  PA  (i.e.,  21.*  minutes 
per  visit)  and  U.2  visits  per  hour  for  a  physician  (i.e.,  K.2  minutes  per 
visit).   These  esti?nates  are  consistent  with  other  findings  that  indicate 
that  PAs  are  two-thirds  as  productive  as  physicians  (Record  et  al., 
1980). 


Cost-Ef  f  ecti  veness 

o     Cost-effectiveness  research  considers  which  type  of  practitioner  (PA  or 
physician)  should  be  trained  (a  societal  perspective)  or  employed  (the 
employer  perspective).   The  key  assumption  underlying  these  studies 

(i.e.,  that  the  quality  of  care  provided  by  PAs  is  no  lower  than  that 
provided  by  physicians)  has  been  borne  out  in  the  literature  (OTA, 
19S6). 

o     An  on-going  HCFA  demonstration  (19S3-19S9),  "Case  Managed  Medical 
Care  for  Nursing  Home  Services,"  is  focusing  on  the  cost-effectiveness 
of  using  PAs  and  nurse  practitioners  (NPs)  for  providing  care  to  home 
bound  patients  and  nursing  home  residents  in  Massachusetts.   No 
conclusive  findings  fron  this  study  are  available  at  this  time. 

In  summary,  the  literature  is  valuable  for  this  study  in  providing  estimates  of  PA 
productivity.   However,  the  lack  of  studies  pertaining  to  PA  Medicare  service 
provision  in  nonprimary  care  office-based  settings  limits  its  usefulness. 

PAYMENT  PRACTICES 

Pre-1987  Payment  Policy 

Prior  to  January  1,  1987,  non  "incident  to"  PA  services  were  not  covered  and 
paid  for  under  Medicare  Part  B  (with  the  exception  of  primary  care  provided  in 
federally  funded  rural  health  clinics,  in  federally  qualified  HMOs  and  CMPs  and 


s 

home  care  in  areas  without  certified  home  health  agencies).  Services   and 
supplies  were  covered  if  they  were  furnished  "incident  to  a  physician's" 
professional  service."   "Incident  to  a  physician's  professional  service"  means'that 
the  services  or  supplies  are  furnished  as  an  integral,  although  incidental,  part  of 
the  physician's  personal  professional  services  in  the  course  of  diagnosis  or 
treatment  of  an  injury  or  illness"  (Medicare  Carriers  Manual,  May  1985). 

There  appears  to  have  been  varying  interpretations  of  the  "incident  to" 
requirement  among  physicians  and  Medicare  carriers,  reflecting  local  conditions. 
Interpretation  of  the  physician  supervision  requirements  also  varied,  reflecting  In 
part  the  differences  in  State  law.   If  physicians  subscribed  to  a  strict 
interpretation  of  the  supervisory  requirements,  they  may  have  found  it  difficult 
to  justify  employing  PAs.   Unfortunately,  the  extent  of  this  impediment  is 
unclear  since  very  little  is  known  about  physician  billing  practices  for  PA 
services  prior  to  19S7  (OTA,  19S6).   Even  if  stringent  interpretations  created 
real  impediments,  PA  employers  obtaining  payment  for  PA  services  from  other 
(non-Medicare)  third  party  payers  ma\  still  have  viewed  PA  employment  as 
economical. 

Current  Payment  Policy 

Effective  January  1,  19S7,  Section  933S  of  OBRA-86  legislated  Medicare  Part  B 
payment  for  PA  services  furnished  under  a  physician's  supervision  in  hospitals,  in 
nursing  homes,  and  lor  PAs  functioning  as  assistants-at-surgery,  based  on  a 
reasonable  charge  methodolog)  analogous  to  the  method  used  to  pay  for 


physician  services.   These  provisions  are  contained  mainly  in  Sections 
1861(s)(2)(K)  and  18if2(b)(12)  of  the  Social  Security  Act,  and  are  outlined  as 
follows: 

o     Custonnary  and  prevailing  charges  for  PA  services  are  being  established 
using  the  actual  charges  made  for  the  PA's  services.    However,  the 
prevailing  charges  may  not  exceed  the  following  limitations: 

-  For  services  rendered  at  a  SNF  or  ICF,  the  prevailing  charge  for  a  PA 
service  may  not  exceed  85  percent  of  the  prevailing  charge  for  the 
comparable  service  rendered  by  a  nonspecialist,  participating 
physician 2  performed  in  a  similar  site  of  service. 

-  The  prevailing  charge  for  PA  services  performed  in  a  hospital  (other 
than  as  an  assistant-at-surgery)  may  not  exceed  75  percent  of  the 
nonspecialist,  participating  physician  prevailing  charge  screen  for 
comparable  services  in  the  hospital.   For  those  services  which  are 
subject  to  a  Medicare  limit  based  on  the  prevailing  charge,  such  as 
the  60  percent  outpatient  hospital  nonspecialist  limit,  the  PA 
limitation  is  to  be  applied  to  the  Medicare  allowed  charge  after 
application  of  the  limit  (section  1861(v)(l)(K)  and  the  last  sentence  of 
section  18'>2(b)(3)  of  the  Social  Security  Act,  and  k2  CFR 
tt05.502{i)m. 

-  When  a  PA  performs  services  as  an  assistant-at-surgery,  the 
reasonable  (i.e.,  allowed)  charge  may  not  exceed  65  percent  of  the 
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reasonable  charge  for  a  participating  physician  assistant-at-surgery. 
Under  Section  18^2(b)(7)(D)  of  the  Social  Security  Act  and  k2  CFR 
'fO^. 502(a)(9),  the  reasonable  charge  for  a  physician  assistant-at- 
surgery  is  limited  to  20  percent  of  the  prevailing  charge  for  the 
surgical  procedure  performed  by  the  primary  surgeon,  adjusted  by 
the  Medicare  Economic  Index  (MEI).  Therefore,  when  the  65 
percent  limitation  on  payment  for  PA  services  as  an  assistant-at- 
surgery  is  applied  to  the  prevailing  charge  for  the  assistant  surgeon, 
the  PA'S  prevailing  charge  for  assistant-at-surgery  services  may  not 
exceed  13  percent  (20  percent  multiplied  by  65  percent)  of  the 
prevailing  charge,  adjusted  by  the  MEI,  for  the  applicable  surgical 
procedure. 

o     Until  reasonable  charges  are  developed  based  on  actual  charge 

information,  the  above  described  limits  are  being  used  as  "gap-filled" 
customary  and  prevailing  charges. 

Section  9338(d)  of  OBRA-86  authorized  the  Secretary  of  Health  and  Human 
Services  to  implement  provisions  to  guard  against  duplicate  payments  for  PA  and 
physician  services.  These  provisions  are  described  in  Section  5207.E  of  the 
Medicare  Carriers  Interim  Manual  Instructions,  Part  3. 

Table  1  summarizes  the  pre- 1987  and  1987  payment  policies  for  PAs  under 
■  Medicare,  Medicaid,  and  private  insurance  for  the  settings  and  types  of  services 
designated  by  Section  9338  of  OBRA-1986. 
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The  following  points  concerning  the  Medicare  program's  post-OBRA-h986 
payment  policies  for  PA  services  are  particularly  noteworthy:  - 

o     Physician  supervisory  requirements  are  relaxed  for  services  provided  in 
hospitals  and  nursing  homes— the  supervising  physician  is  required  to  be 
available  by  telephone  only  (see  section  5207. D  of  the  Medicare 
Carriers  Interim  Manual  Instructions,  Part  3). 

o     The  payment  mechanism  for  services  provided  in  the  office  has  not 
changed  (except  to  the  extent  that  Medicare  reimbursable  PA  office 
surgical  assists  are  performed). 

o     The  provision  concerning  the  delegation  of  tasks  to  PAs  by  physicians  in 
the  Medicare  Conditions  of  Participation  for  hospitals  has  been  revised 
(^2  CFR  ^82.12(c)(l)(i)).   However,  proposed  revisions  for  nursing 
homes,  which  include  a  similar  provision  regarding  physicians' 
delegation  of  tasks  to  PAs,  were  only  recently  published  (Federal 
Register,  October  16,  1987,  p.  38588). 

o     Payment  for  PA  services  is  on  an  assignment  basis  only. 

0     Payment  for  PA  services  may  be  made  only  to  the  PA's  employer 
(see  section  5207.E  of  the  Medicare  Carriers  Interim  Manual 
Instructions,  Part  3). 
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Section  ^076  of  OBRA-19S7,  effective  January  1,  1989,  further  expanded  the 
OBRA-19S6  coverage  of  PA  services  provided  in  rural  health  manpower  shortage 
areas.   Medicare  payment  for  PA  services  provided  under  this  provision  is  limited 
to  85  percent  of  the  amount  that  would  be  allowed  if  the  service  was  performed 
by  a  physician. 

Non-Medicare  payers'  policies  for  PA  services  are  outlined  below: 

o     Private  insurers  seem  to  be  more  concerned  about  the  type  of  service 
provided  than  the  type  of  service  provider. 

o     It  is  highly  unlikely  that  private  insurers  would  be  able  to  distinguish  a 
PA-provided  service  from  an  ph)sician-provided  service  on  any  given 
claim  since  these  are  presented  the  same  way  as  physician  services. 

o     A  one-time  survey  by  the  AAPA  (19S^)  indicated  that  of  36  States 
responding,  26  States'  Medicaid  programs  covered  PA  services. 

ANALYSES 

Research  Issues 


The  major  research  issue  for  the  study  is  the  following: 

o     How  do  PA  payment  rates  compare  to  the  cost  of  PA  services  and  are 
adjustments  to  those  rates  appropriate? 
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Comparison  of  PA  Payment  Rates  and  Costs 

This  comparison  directly  addresses  the  portion  of  the  mandate  in  Section  9J38(e) 
of  OBRA-86,  which  concerns:   ".  .  .  adjustments  to  the  amount  of  payment  made, 
under  part  B  of  Medicare  ...  to  ensure  that  the  amount  of  such  payments 
reflects  the  cost  of  furnishing  the  services,  taking  into  account  compensation 
costs  and  overhead  and  supervision  costs  attributable  to  physician  assistants." 

To  address  the  mandate  and  assess  the  potential  profitability  of  PA  services 
under  OBRA-86  payment  rates,  mean  values  for  PA  cost  and  payment  rate 
variables  were  compared.    Mean  prevailing  charges  were  used  to  estimate  the  PA 

payment  rates  due  to  the  unavailability  of  PA  payment  data. 

Mean  prevailing  charges  were  identified  from  a  sample  of  1987  prevailing  charge 
data  collected  for  selected  procedures  (visits  and  major  surgical  procedures) 
from  six  Medicare  carriers  in  five  States  (California,  Maryland,  New  York,  North 
Carolina,  and  Pennsylvania)  which  include  39.7  percent  of  all  PAs  in  the  U.S. 

(AAPA  Membership  Division,  March  1987).    It  should  be  noted  that  physician 
prevailing  charge  data  were  collected  from  the  carriers  for  the  PA  payment  rate 
and  cost  comparison.    PA  prevailing  charge  screens  could  not  be  developed  by 
the  carriers  in  the  above-referenced  five  States,  as  required  by  the  Medicare 
Carriers  Interim  .\'.anual  transmittal  5207,  due  to  the  paucity  of  PA  billings. 
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Cost  data  were  collected  from  several  different  sources,  including: 

o  Analyses  of  the  19S7  AAPA  masterfjie  survey. 

o  A  small  telephone  survey  of  PAs. 

o  The  literature  on  PA  productivity. 

o  The  American  Medical  Association'  Socioeconomic  Monitoring  System. 

0     The  National  Opinion  Research  Center  Physicians'  Practice  Costs  and 
Income  Survey. 

PA  payment  rate  and  cost  comparisons  were  performed  only  for  visits  and 
surgical  assists  on  major  surgical  procedures.   Comparing  mean  prevailing 
charges  and  costs  for  other  types  of  PA  procedures  (e.g.,  suture  repair  and 
intubation)  would  be  problematic  for  two  reasons: 

0     Without  the  availability  of  PA  billing  data,  it  is  unclear  which  specific 
procedures  are  commonly  performed. 

o     The  time  it  would  take  a  PA  to  perform  these  common  procedures  is 
not  known  so  that  salary  costs  per  procedure  cannot  be  estimated. 
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Findings 

Table  2  presents  the  comparison  of  PA  payment  rates  and  costs  using  average 
values  for  each  type  of  visit  (refer  to  Appendix  B  for  a  more  detailed  discussion 
of  the  data  elements).   The  table  shows  that  the  estimated  PA  payment  rates 
would  appear,  on  average,  to  cover  PA  salary  costs,  supervision  costs,  and 
overhead  costs.   As  reflected  in  columns  3  and  10  of  Table  2,  the  payment 
limitations  set  by  Congress  exceed  the  implied  payment  factors  (i.e.,  cost  to 
payment  ratio)  in  each  case.   The  most  notable  case  appears  in  the  area  of 
surgical  assists,  which  has  a  payment  limitation  of  63  percent  and  an  estimated 
cost  to  payment  ratio  ranging  from  15  to  21  percent.   Thus,  the  OBRA-8'6 
payment  limitation  more  than  covers  the  compensation,  overhead  and  physician 
supervision  costs  attributable  to  PA  surgical  assistants. 

The  following  points  are  important  to  note  in  interpreting  and  qualifying  the 
findings: 

o     The  mean  prevailing  physician  charge  shown  in  Table  2  is  the  highest 
amount  Medicare  pays  for  services  for  this  sample  of  Medicare  carriers. 
It  measures  the  designated  percentage  of  participating  physician 
prevailing  charges  as  established  under  the  legislation.   One  would 
expect  that  PA  employers  would  generally  receive  a  lower  payment 
rate  (i.e.,  the"reasonable  or  allowed  charge"  which  is  the  lowest  of  the 
..-  participating  physician's  or  PA's  actual,  custotnary  or  prevailing  charge 

for  a  specific  procedure). 
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(1)  Type  of  care  it  defined  at  Medical  vitita  by  place  ef  service  or  at 
aurgicat  attiating  aervicet.  The  Notpital  Viait  type  of  care 
irKtudet  HCigMed  average  valuet  (over  (npatier*  and  outpatient 
care)  for  all  eotiortt  except  3  and  S.  No  aeparate  inpatient  and 
outpatient  PA  conpentat ion  cott  figures  Mcre  available. 

(2)  Mean  1987  non-tpecial itt  prevailing  charges  for  five  ttatet 
(coTIVetad  from  a  Medicare  carrier  survey  of  actccted  procedures), 
for  office,  inpatient  hospital,  and  rxirsing  home  care.  The 

P'-odoct  of  the  outpatient  60  percent  Medicare  service  linit  and  the  aiean 

office  prevailing  charge  was  taken  for  hospital  outpatient  care 

(only  the  hospital  weighted  average,  prevai ling  is  sho«^). 

for  aurgical  assists,  the  20  percent  Medicare  aurgical  service 

limit  Mas  applied  to  the  mean  prevailing  charge  for  surgery. 

The  ranges  represent  across  ttate  variation  in  me»i  prevailing 

charges.  The  (o«  end  of  the  range  is  the  ttate  with  the  lowest  value 

and  the  high  end  represents  the  highest  of  the  five  states. 

(3)  Maxinun  percentage  of  physician  prevai  I  irtg  charge  that  Medicare  > 
pays  for  Pa't  ■  services  (as  established  inder  Section  |SH'i.(fc)  (i*-/ 
*f  ike  t;i.'.ul  ^"t  c-fWy  All). 

(6)  The  SMxiiTcr  PA  rate  iit^;ie£(by  the  legislation- -the  proouct  of 
colurrs  (2)  and  (3). 

(5)  The  1986  mean  sala'-y  (ove-  states)  adjusted  for  type  o<  ee'e  provided 
(based  on  19E7  AAF*  Maste-file  Survey  Data)  plus  fringe 

benefits  (£20  percent  of  sala'-y)  divided  by  annuai  P*  visits 
(3,550  visits  for  med'ca!  ca'e)  or  based  on  the  time  cost 
of  surgical  assisting  se-vices. 

(6)  Based  on  mean  low  and  hig^  estimates  for  p*^ysicia1  supe-viscry 
time  (froi^  a  PA  telep'-one  survey)  in  hours  aultiplied  by  mea- 
p'-ysician  conpensatior  cost  pe-  hour  (census  d'visior.aI  estimeres 
of  salaries  fror  A"*).  Sjpe-visc*y  time  is  asijrie^  tc  be  jerc  fcr 
surgical  assists. 

(7)  A  weighted  average  was  calculated  for  mean  ove-head  costs  since 
overhead  diffe's  for  inst itut iona:  lyenp'-oyed  and  office  practice- 
tnployed  PAs.  The  percentage  of  institutional  visits  provioed 

by  each  type  of  PA  served  as  weig'-ts.  For  PA  visits  p'ovidec 
by  institut ior^l  lyenployed  PAs,  overhead  was  asstned  to  t>e  le-c. 
Two  scenarios  were  developed  for  office  pract iceeTployei  P*s 
sir^e  the  allocation  of  overhead  between  the  office  anc 
hospital  is  largely  arbitrary.  First,  malp-actiee  expenses 
were  d'vided  by  practice  visits  (physician  plus  pa). 
The  result  it  the  low  we'g*-ted  average  estimate.  Seconc,  a'.  1 
Ove''head  expenses  were  divided  by  practice  visits,  yieleing 
a  second,  hig^e-  weigi'ted  average  estimate. 

(8)  The  si»  of  the  low  versus  high  estimates  of  coltrr-f  5-7. 

(9)  The  mee*  hig"-  and  Ion  PA  payment  facte-  based  or  t^e  five  states  in  the  sanple, 
inplied  by  conparing  payment  rates  and  costs,  i.e.,  the  ratio  e^  coIltt  8  to  colmn  2. 


(10)  The  range  of  PA  payment  factors  among  the  individual  states 
(tee  Appendix  B,  Table  BD. 


19 

o     Estimates  of  overhead  for  both  institutions  and  office-based  practices 
—  were  required,  but  difficult  to  obtain.  Only  numbers  on  the  latter  were 

available  for  use  in  the  analysis. 

Other  salient  findings  from  the  PA  telephone  survey  and  Medicare  carrier 
survey,  in  addition  to  the  data  froin  the  surveys  used  in  the  PA  payment  and  cost 

comparison,  are  presented  below. 

The  PA  Telephone  Survey 

The  objective  of  the  PA  telephone  survey  was  to  gather  limited  data  for  payment 
rate  and  cost  comparison  variables. 

A  small  purposive  sample  of  33  PAs  was  selected  with  its  focus  on  PAs  who 
might  be  most  affected  by  the  reimbursement  change  (i.e.,  most  of  the  PAs 
chosen  for  the  sample  already  provided  care  in  the  reimbursable  settings).  This 
approach  was  chosen  because  the  target  size  of  the  survey  sample  is  too  small  to 
allow  for  generalizable  findings. 

The  following  findings  were  derived  from  an  analysis  of  the  survey  information: 

o     Professionally  active  PAs  and  their  employers  appear  to  be  aware  of 
the  Medicare  payment  change.    However,  in  general,  the  PAs  are  less 
■  ■•  knowledgeable  about  their  employers'  billing  practices. 
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o     Surgical  assists  performed  by  PAs  in  the  hospital  are  often  being  broken 
out  and  subnnitted  separately  to  Medicare  carriers. 

o     State  and/or  institutionally  imposed  constraints  on  PA  autonomy  limit 
PA  billing  under  Medicare.   For  example,  several  PAs  working  for 
physician  practices  that  responded  to  the  survey  stated  that  hospital 
standing  orders  (in  some  cases  imposed  by  State  regulations)  required 
physician  co-signature  of  inpatient  medical  records.   In  one  case,  the 
protocol  restricted  a  practice  from  billing  for  the  PA  visit  since  the 
supervising  physician  was  also  required  to  visit  the  patient  that  same 
day.   Given  this  scenario,  it  was  found  to  be  more  lucrative  to  submit  a 
physician  bill  for  the  service. 

o     PAs  employed  by  hospitals  stated  repeatedly  that  much  of  their  day  is 
devoted  to  quick  "look  ins"  on  patients,  informal  consults,  and  other 
routine  house  staff  duty  not  considered  discrete  "billable"  visits.   Many 
hospital  employed  PAs  also  conduct  daily  rounds. 

0     A  number  of  factors  are  limiting  the  Medicare  billing  of  PA  services  in 
the  nursing  home,  including:    a  limited  number  of  Medicare  certified 
nursing  home  beds,  State  or  institutionally  imposed  constraints  on  PA 
autonomy,  and  strict  criteria  applicable  to  both  PAs  and  physicians  for 
determining  medically  necessary  visits  and  procedures. 

o     PAs  in  a  good  position  to  be  influenced  by  the  Medicare  payment 
change  have  not  noticed  any  alteration  in  their  role. 
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The  Medicare  Carrier  Survey 

A  small  survey  of  Medicare  carriers  collected  information  on  participating 
physician  prevailing  charges  for  use  in  the  PA  payment  rate  and  cost 
comparisons  and  provided  information  on  the  volume  of  PA  service  billings 
processed  during  the  first  three  quarters  of  1987.  Eight  carriers  (of  the  10 
surveyed  in  total)  responded  to  the  PA  questions,  but  only  three  were  able  to 
furnish  information  on  the  number  of  billings  for  PA  services  filed  to  date. 
Salient  findings  from  this  survey  include: 

o     Only  321  services  furnished  by  PAs  were  included  on  all  the  claims 
processed  by  one  of  the  two  Medicare  carriers  in  California  from 
January  through  September  19S7. 

0     One  of  the  two  major  Medicare  carriers  from  New  York  indicated  that 
Medicare  claims  received  to  date  included  1133  PA  services,  with  the 
majority  of  the  services  comprising  nursing  home  visits  and  medical 
procedures. 

o     The  carrier  responsible  for  Medicare  claims  in  all  of  Pennsylvania,  and 
part  of  Maryland,  the  District  of  Columbia,  and  Fairfax  and  Arlington 
counties  and  the  city  of  Alexandria  in  Virginia  reported  that  19^8  PA 
procedures  were  included  in  the  claims  received  from  this  region.  This 
carrier  also  noted  that  45  percent  of  these  claims  had  been  rejected. 
Most  of  the  rejected  claims  were  attempts  to  bill  for  PA  office-based 
services,  and  "the  majority"  of  accepted  claims  were  for  surgical 
assists. 
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Clearly,  the  level  of  response  to  OBRA-19S6  in  these  regions  has  been  minimal 
since  two  PAs,  each  with  a  productivity  level  of  3550  visits  annually  (the 
estimate  used  in  the  PA  rate  and  cost  comparisons)  and  a  PA  caseload  of  one- 
third  Medicare  patients,  could  generate  2,090  billings  in  a  year. 

POLICY  IMPLICATIONS 

Overview 

The  relevant  policy  question  is  whether  PA  payment  rates  are  set  appropriately 
given  the  costs  associated  with  the  provision  of  PA  services.  If  the  rates  are  not 
appropriate,  the  existing  payment  level  could  be  either  too  high,  encouraging 
more  inappropriate  services  and  resulting  in  windfall  profits  to  PA  employers,  or 
too  low,  resulting  in  too  few  services  or  none  at  all.  The  latter  is  probably  less 
likely  to  occur  since  the  cost  of  PAs  had  previously  been  incorporated  into 
physician  charges  and  physicians  could  continue  to  bill  PA  services  as  if  they 
were  physician  services. 

Primary  Policy  Issue 

The  primary  policy  issue  relates  to  the  appropriateness  of  the  PA  payment  rates. 

PA  Payment  Appropriateness  on  a  Per  Unit  Basis 

The  central  focus  of  the  question  posed  by  Congress  is  on  a  comparison  of  per 
unit  payment  rates  and  costs  for  PA  services. 
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On  a  per  unit  of  service  basis  (i.e.,  for  visits  and  procedures),  excessive  payment 
occurs  when  the  payment  rate  surpasses  the  cost  of  providing  the  service.   This 
type  of  overpayment  might  occur  for  two  reasons: 

o     The  participating  physician  prevailing  charges  for  physician  services 
(upon  which  the  estimated  PA  payments  in  the  payment  and  cost 
comparison  are  based)  are  set  too  high. 

o     The  percentages  of  participating  physician  prevailing  charges  that  are 
used  to  establish  the  PA  payment  limitations  are  set  too  high. 
Adjustments  in  either  of  these,  as  described  below,  will  change  the 
estimated  PA  payment  rate. 

The  findings  from  the  PA  payment  rate  and  cost  comparisons  indicated  that,  for 
our  sample  of  aggregate  data,  the  estimated  PA  payment  rates,  on  average, 
exceeds  the  PA  salary,  supervision,  and  overhead  costs  of  providing  care. 

For  a  number  of  reasons  the  difference  found  between  the  estimated  PA 
payment  rates  and  costs  does  not  necessarily  imply  that  an  excessive  payment 
exists: 

o     The  cost  measurement  approach  used  was  employed  because  of  data 
limitations.   However,  due  to  the  assumptions  that  were  needed,  this 
model  was  not  reliable  enough  to  draw  definite  conclusions  about 
potential  excesssive  payments. 
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0     OnJy  services  categorized  as  visits  or  surgical  assists  were  analyzed  in 
^  the  payment  rate  and  cost  comparisons.   Information  on  other  types  of 

procedures  that  PAs  might  perform,  and  the  payment  rates  and  costs 
for  those  procedures,  were  not  available  for  the  analyses. 

o     Data  were  unavailable  on  19S7  PA  costs;  as  a  result,  the  1986  data  used 
in  the  comparison  may  somewhat  understate  the  PA  cost  per  visit. 

0     Data  were  unavailable  on  the  actual  payments  made  for  PA  services 
(i.e.,  the  "allowed  charges").   In  addition,  reductions  in  prevailing 
charges  for  certain  surgical  procedures  included  in  the  study,  which 
were  mandated  by  OBRA-19S6  and  OBRA-19S7,  were  not  reflected  in 
the  PA  payment  and  cost  comparison. 

o     Conclusions  that  might  be  drawn  from  accurate  current  data,  if  it 
existed,  would  have  to  be  considered  tentative.   The  legislation  is  new, 
so  that  responses  in  the  marketplace  which  may  occur  soon,  or  might 
even  already  have  occurred,  have  not  yet  been  reflected  in  currently 
available  data. 

Policy  Options 

Two  key  policy  considerations,  as  discussed  in  the  House-Senate  conference 
agreement  to  Section  9338  of  OBRA-86,  included: 
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o     adjustments  to  current  rates;  and 

o     establishment  of  a  PA  fee  schedule  (House  of  Representatives 
Conference  Report  No.  99-1012,  October  17,  1986,  p.  3U6). 

Adjustments  to  the  Current  Rates 

Linking  physician  and  PA  payment  rates  has  intuitive  appeal.   Since  PAs 
perform  a  subset  of  the  services  performed  by  a  physician,  it  is  not 
expected  that  costs  for  a  given  service  rendered  by  one  practitioner  would 
move  in  the  opposite  direction  of  costs  for  that  same  service  rendered  by  ' 
the  other  practitioner.    Limiting  the  PA  payment  rate  to  a  percentage  of 
the  physician  rate  ensures  that  maximum  PA  payments  will  always  be 
adjusted  in  concert  with  physician  payments  for  any  service  or  procedure. 

Since  compensation—a  large  component  of  service  costs— is  justifiably 
higher  for  physicians,  it  seems  reasonable  that,  in  general,  PA  payment 
rates  would  be  capped  lower  than  the  corresponding  physician  rate. 
However,  for  some  types  of  care  it  is  possible  that  the  physician  prevailing 
charges  may  not  be  high  enough  to  induce  physicians  to  provide  care. 
Hence,  PA  payment  rates  might  be  set  relatively  higher  (i.e.,  as  a 
percentage  of  the  physician  fee)  for  those  types  of  care. 

On  the  other  hand,  tying  PA  reimbursement  to  physician  reimbursement 
has  the  disadvantage  that,  if  prevailing  charges  are  overstated,  the  PA 
payment  rates  would  also  be  overstated.    Also,  to  the  extent  that  current 
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physician  payment  levels  are  overpriced  for  selected  procedures  or  reflect 
inappropriate  geographic  variations,  those  problems  will  be  extended  to  PA 
payment  rates  as  well.   It  is  important  to  note  that  physician  prevailing 
charges  will  probably  continue  to  be  used  to  determine  PA  payment  rates 
since  the  volume  of  PA  billings  may  be  too  small  to  calculate  PA  prevailing 
charges. 

The  key  policy  question,  then,  is  not  simply  whether  the  percentages  used 
to  limit  the  PA  payment  rates  are  appropriate,  but  if  the  underlying 
prevailing  charges  for  physician  and  PA  services  are  set  correctly.   Further 
research  in  setting  physician  payment  rates  through  other  than  fee-for- 
service  methods,  and/or  in  adjusting  physician  payment  levels  for  selected 
overpriced  procedures  or  for  unjustifiable  geographic  variations,  should 
provide  a  more  accurate  base  for  pricing  PA  procedures. 

If  the  current  PA  payment  rate  system  is  to  continue,  it  would  be  helpful 
to  study  whether  the  methodologies  currently  being  developed  for  pricing 
physician  services  could  be  adapted  for  pricing  PA  services.  It  might  also 
be  helpful  to  study  approaches  for  making  payment  adjustments  on  a 
procedure-by-procedure  basis  within  each  site  of  care. 

Establishment  of  a  PA  Fee  Schedule 

Since  PA  payment  is  tied  to  physician  payment,  a  PA  fee  schedule  should 
only  be  pursued  if  a  physician  fee  schedule,  which  is  currently  under 
consideration  by  Congress,  is  adopted. 
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Return  to  Pre- 1987  Medicare  Payment  Policies 

While  not  addressed  by  OBRA-19S6,  a  third  policy  option  exists:    reinstate 
Medicare's  pre-19S7  payment  policies  for  PA  services.   Elimination  of  the 
separate  Part  B  payment  for  PA  services  might  provide  disincentives  for 
overutilization.    However,  it  ma)  also  discourage  the  cost-effective  substitution 
of  PAs  for  physicians  where  appropriate. 

It  should  be  noted  that  legislation  would  be  required  to  implement  a  PA  fee 
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schedule  or  to  reinstate  Medicare's  pre-19S7  payment  policies  for  PA  services. 

Topics  for  Future  Research 

Given  the  short  timeframe  for  the  study  following  implementation  of  the 
OBRA-1986  payment  reform,  the  study  analyses  were  limited  by  a  lack  of  data, 
particularly  on  the  aggregate  cost  of  PA  billings.   Principal  topics  for  further 
research  need  better  PA  billing  information,  as  outlined  below: 

o     A  year-end  review  of  PA  billings  (in  total,  and  by  place  and  type  of 
service)  through  the  analysis  of  HCFA  Part  B  data  files. 

o     A  year-to-year  analysis  of  trends  in  PA  billings  for  selected  high  PA 
population  areas  and  for  areas  identified  by  other  Medicare  studies  as 
being  underserved. 
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Note  that  the  monitoring  of  billings  would  provide  information  on  PA  employer 
response  as  well  as  on  aggregate  cost  trends.  Moreover,  analyses  of  PA~billings 
by  place  and  type  of  service  and  analyses  of  underserved  areas  would  permft'an 
examination  of  access  issues. 

Other  research  topics  relate  to  the  need  to  better  understand  the  current  PA 
practice  environment.   These  topics  include: 

o     PA  reimbursement  implementation  problems  that  have  arisen  to  date. 

o     Differences  that  might  exist  between  practices  employing  PAs  and 
practices  not  employing  PAs.   This  is  important  because  data  solely  on 
practices  employing  PAs  are  generally  unavailable,  but  such  practices 
ma)  differ  from  the  "a/erage"  practice  along  key  dimensions  (e.g.,  in 
terms  of  physician  hours  worked,  type  of  services  and  place  of  service). 

o     The  extent  to  which  PAs  are  substituted  for  other  mid-level 
practitioners  (e.g.,  NPs). 

o     The  extent  of  improper  billing  for  PA  services  (i.e.,  PA  services  billed 
as  physician  services  when  supervisory  requirements  are  not  met). 

o     The  role  that  physician  suppl\  plays  in  PA  employment  decisions. 

o     The  degree  to  which  PAs  provide  Medicare  billable  units  of  service. 
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FOOTNOTES 


For  further  information  about  the  PA  study  conducted  by  Project  Hope,  refer 
to  the  final  report  for  cooperative  agree.nent  No.  17-C-99U6/3-01,  entitled 
"The  Impact  of  the  Physician  Assistant  Reimbursement  Change  Under 
Medicare." 

A  participating  physician  has  agreed  to  accept  assignment  for  all  services 
rendered  to  Medicare  beneficiaries.   "Accepting  assignment"  means  that  the 
physician  accepts  Medicare  payment  (the  "allowed  charges")  as  payment  in 
full,  and  the  beneficiary  is  not  responsible  for  the  difference  between 
Medicare's  "allowed  charges"  and  the  physician's  actual  charges,  if  the  actual 
charges  are  greater.    Nonparticipating  physician  prevailing  charges  are 
96  percent  of  participating  physician  prevailing  charges. 


REFERENCES 


-A:nerican  Academy  of  Physician  Assistants.   "Preliminary  Survey  Results:  State 
Medicaid  Program's  Coverage  of  Physician  Assistant  Services."  September  1984. 

American  Academy  of  Physician  Assistants.   Physician  Assistants;  State  Laws  & 
Regulations.  Fifth  Edition.  19S7.  ' 

American  Medical  Association.   Socioeconomic  Characteristics  of  Medical 
Practice.    1986.  ' 

Association  of  Physician  Assistant  Programs.   Third  Annual  Report  on  Physician 
Assistant  Educational  Programs  in  the  United  States,  19S6-S7.    April  1987. 

Durney,  I.  and  Schieber,  G.  "Medicare  Physicians'  Services:  The  Composition  of 
Spending  and  Assignment  Rates."   Health  Care  Financing  Review  7(1):   81-96; 
Fall  1985.  

Crandell,  L.,  Santucci,  \X'.,  Radelet,  M.,  et  al.   "Physician  Assistants  in  Primary 
Care:   Patient  Assignment  and  Task  Delegation."   Medical  Care  22(3);26S-282; 
March  19S4. 

Emilio,  2.  "Chapter  k:  Physician  Assistants".   From   Fifth  Report  to  the 
President's  Congress  on  the  State  of  Health  Personnel  in  the  United  States   U.S. 
Department  of  Health  &  Human  Services.   Bureau  of  Health  Professions.   March 
1986. 

Emilio,  3.   U.S.  Department  of  Health  and  Human  Services.   Bureau  of  Health 
Professions.   Personal  Communication,  October  28,  1987. 

Federal  Register.   Vol.  52,  No.  200,  Friday,  October  16,  1987.  pp.  38582-38606. 

Health  Care  Financing  Administration.    Medicare  Carriers  Manual.   HCFA  Pub. 
14-3.   Reprint  Date  (9-83)  thru  Rev.  998. 

Hsiao,  W.,  Braun,  P.,  Becker,  E.,  et  al.  "The  Resource  Based  Relative  Value 
Scale:  Toward  the  Development  of  an  Alternative  Physician  Payment  System." 
2AMA  258(6):  799-802;  August,  1987. 

Master,  R.,  Feltin,  M,  Uainchill,  3.,  et  al.  "A  Continuum  of  Care  for  the  Inner 
City:   Assessment  of  its  Benefits  for  Boston's  Elderly  and  High-Risk 
Populations."  NE3M  302:1434-1440;  June  26,  19S0. 

Mendenhall,  R.,  Repicky,  P.,  and  Neville,  R.  "Assessing  the  Utilization  and 
Productivity  of  Nurse  Practitioners  and  Physicians's  Assistants:  Methodology  and 
Findings  on  Productivity."  Medical  Care.    18(6):609-623;  June  1980. 


National  Opinion  Research  Center.  Physician:'  Practice  Costs  and  Income 
Survey  (PPCIS);  U.S.-  CY  19S3-19S3  User's  Guide  and  Codebook.  National 
Technical  Information  Service,  December  19S5. 

Office  of  Technology  Assessment.   Nurse  Practitioners,  Physician  Assistants,  and 
•'"Certified  Nurse  Midwi/es;  A  Policy  ^^13lysis.    December  19S6. 

Record,  3.C.,  McCally,  M.,  Schweitzer,  S.,  et  al.  "New  Health  Professions  After 
a  Decade  and  a  Half:  Delegation,  Productivity  and  Costs  in  Primary  Care." 
Journal  of  Health  Policy.  Politics  and  Law.  5(3):i*70-^97;  Fall  I9S0. 


APPENDIX  A: 


BACKGROUND  TABLES  ON  TRENDS  IN  THE 
PHYSICIAN  ASSISTANT  PROFESSION 


TAtLE  A-1 

OISmiUTION  OF  PA»  lY  GENDEI  AW  MCE. 
1978,    1981,    1984,  AND  1986 


C«rxler 

Uonvn 


TOTAL 


1978 

PERCENT 


100.0 


1981 
PERCENT 


19ft4 
PERCENT 


(n««,055) 
36.4 
63.6 

100.0 


(n-6,049) 
41.1 

100.0 


1966 

PERCENT 


100.0 


Race 

(n«4,471) 

k*iite 

87.7 

•  lack 

5.? 

Hispanic 

2.4 

Other 

4.7 

TOTAL 


100.0 


(r>«6,029) 

(0=5,959) 

{r>«2,784) 

91.4 

91.4 

92.3 

3.3 

3.0 

3.0 

2.0 

2.7 

2.0 

?.3 

?.9 

2.7 

100.0 


100.0 


100.0 


Source  197S-19Si:     Carter,   tt  al.     Secondary  Analysis:   1981  National  Survey  of  Physician 
Assistants.     OHHS  Rockville,  »,   Juie  1984.  AAPA.     1985  Master  File 
Survey.   Arlington,   VA     Feb.    1985. 
1986:     Based  on  1987  AAPA  Masterfile  Survey. 
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TABLE  A-2 
DISTRIBUTIOM  OF  PHYSICIAN  ASSISTANTS  BY 
SPECIALTY,  197B,  1981,  1984  AND  1986 


SPECIALTY 


1978 

1981 

1984 

1986 

P«retnt 

P«rc«nt 

P«rc«nt 

P«rc«nt 

<N  -  3,416) 

(M  •  4,496) 

(N  ■  5,601) 

(«  •  2767) 

Primary  Ctre  Specialties 

Family  Practice 
Cer^eral  Interr«l  Medicine 
Emergency  Medicine 
General  Pediatrics 
Obatetrics  and  Gynecology 

Medical  Subspecialties 

Surgical  Specialties 

Other  Special ites 

Total 


74.2 


74.0 


65. 3 


S9.6 


S2.0 

53.5 

42.5 

39.0 

12.0 

9.6 

9.2 

8.1 

4.9 

4.8 

6.4 

S.8 

3.3 

3.7 

4.1 

.3.3 

2.0 

2.6 

3.1 

3.4 

6.3 

2.9 

4.8 

9.5 

11.7 

13.4 

18.2 

18.6 

7.8 

9.7* 

11. r»* 

12.3 

100.0 


100.0 


100.0 


100.0 


*   Includes  3.1  percent  Industrial/OccipatiorMl  Medicine. 

**  Includes  4.1  percent  Industrial/Occi^tational  Medicine  and  1.4  percent  Geriatrics. 

Source  197B-1984:  Carter,  et  al..  Secondary  Analytic  1981  National  Survey  of  Ptiyaieian  AaaUtahta.  OHMS 
Rockville,  MD,  Ju«  1984;  AAPA  1985  Masterfile  Survey,  Arlington,  VA,  Fab.  1965. 
1986:  Based  on  1987  AAPA  Masterfile  Survey 
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TABLE  A-3 
STATES  WITH  THE  LARGEST  NUMBER  OF  PAS,  1M7 


STATE 

California 

New  York 

Pennsylvania 

Texas 

North  Carolina 

Florida 

Maryland 

Michigan 

Ohio 

Georgia 

TOTAL 


NUMBER  OF  PAS* 

2,508 

2,465 

1,096 

1,036 

905 

846 

751 

700 

698 

666 

11,671 


PERCENT  OF  U.S.  T^^TftJ. 


12.9 
12.7 
5.6 
5.3 
4.6 
4.4 
3.9 
3.6 
3.6 
3.4 

60.0 


* The  total  estimated  number  of  PAS  in  the  U.S.;  It  does 
not  represent  the  number  who  are  involved  in  patient 
care. 

Sources:   Health  Resources  and  Services  Administration, 
Bureau  of  Health  Professions,  Rockville, 
Maryland,  1987 
AAPA  Membership  Division,  Arlington,  VA.  1987 
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TMLt  A-4 

MTICMT  CMC  Pk*  ItS^ONOIMG  TO  THE   1961.   1M4  AMD  1966 

NATIONAL   SU«VETS  IT  NAJOC   PRACTICt   KTTIHG 


PRACTICE   SETTING 


Office-Based  Prsctice 
Solo 

S(nel*-Specialty  Grot^) 
Multispecialty  GroLp 
Unspec  i  f  i  ed 


1981 

1984 

1986 

PERCENT 

PERCENT 

PERCENT 

(r>-*,873) 

(n-5.2«6) 

<n-2.793> 

18.0 

15.2 

U.3 

9.2 

12.2 

13.1 

6.1 

7.2 

6.1 

2-^ 

-• 

.. 

Si±>tot«l 


35. 9 


34.6 


33.5 


Hospital -Based  Practice 
Federal 
State 

City/County 
Private,  Nonprofit 
Private,  for  Profit 
Ur«pecif  ied 


5.9 
2.2 

S.O 

10.2 

6.7 

0.7 


5.7 
2.5 
«.3 
13.8 
6.9 


6.6 
1.5 
6.6 
12.1 
6.6 


SklJtotal 


28.7 


31.2 


27.4 


Clinic-Based  Practice 
Prepaid  (HMC)  Croup 
Pil)lic 

Drug  and  Alcohol  Rehabilitation 
Industrial 
Other 


Subtotal 


17.3 


17.6 


19.6 


Institutional-Based  Practice 
Nursing  Homes  or  Extended  Care 
Federal  Prison 
State/County/City  Prison 
Military 


0.9 
1.0 
1.2 

9.2 


0.9 
1.0 
2.6 

7.1 


Si^total 


12.3 


11.6 


12.1 


Other 

Uncpec  i  f  i  ed 
TOTAL 


6.0 
1.8 

100.0 


5.0 


100.0 


7.6**« 


100.0 


•    Hinor  Emergency  Center. 
**   Minor  Emergency  Centers  I  satellite  clinics 

*•*  Includes  PAs  employed  by  PA  educational  programs  that  maintain  practice 

Source  19B1-1984:  Carter,  ct  al.  Secondary  Analysis:  1981  National  Survey  of  Physician  Assistants.  OHHS 
Rockville.  N).  Jtf«  1984.  AAPA.  198S  Master  File  Survey.  Arlington,  VA  Feb.  198S. 
1986:  Based  on  1987  Masterfilc  Survey 
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TABLE  A-5 
PA  SALARIES  BY  SELECTED  PRIMARY  SPECIALTIES,  1984  AND  1986 


Primary  Specialty ^gg^ 


1986 


Emergency  Medicine  28  nnn  ■>-,    o^« 

Family  Practice  ^5'°°°  ^1,840 

Industrial/Occupational  Medicine  32*500  linln 

Internal  Medicine-General  27  lOO  In'^l?. 

Internal  Medicine-Specialty  27  000  3^*7^0 

Obstetrics/Gynecology  23000  2?'onn 

Pediatrics-General  2495^  27'?on 

Surgery-General  27'Ion  ?^3n? 

Surgery-subspecialty  lll^  H'^^^ 


source  1984:   APAP/AAPA.  "National  Physician  Assistant  Survey  " 
Arlington,  VA;  1982  suirvey. 

"AAPA  1985  Masterfile  Survey."  Arlington,  VA;  1985 
1986:   Based  on  1987  Masterfile  Survey. 
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APPENDIX  B: 


DESCRIPTION  OF  THE  PHYSICIAN  ASSISTANT  RATE  AND  COST  COMPARISON 


The  first  part  of  this  section  describes  the  data  elements  that  are  used  in  the  PA 
payment  rate  and  cost  conparisons.   The  second  portion  discusses  the-srmulation 
"  model  in  more  detail  than  vi^'hat  appears  in  the  text. 

B.l      DESCRIPTION  OF  THE  PA  PAYMENT  RATE  AND  COST  COMPARISON 
DATA 

Table  B-1  is  an  expanded  version  of  Table  2  from  the  text.   The  column 
headings  on  this  table  are  described  below.    Definitions  are  provided  for 
each  heading  and  explanations  are  offered  when  more  detail  is  required.  • 

Column  Heading  Description 

(1)      Type  of  Care 

Definition:   Either  the  place  of  service  for  medical  visits  or  surgical 
assisting  services,  regardless  of  place  of  service. 

Explanation;   Types  of  care  include  medical  services  in  different  settings 
("office,"  "hospital,"  and  "nursing  home")  and  surgical  assisting  services  in 
any  setting  ("surgical  assisting").   Hospital  care  is  considered  in  the 
aggregate,  and  not  separated  into  inpatient  and  outpatient  visits,  for  three 
reasons.   First,  there  is  no  apparent  distinction  between  PAs  that  provide 
inpatient  and  outpatient  care  —  PAs  working  in  the  hospital  appear  to  treat 
both  inpatients  and  outpatients.   All  PAs  responding  to  our  PA  telephone 
survey  who  conducted  visits  in  the  hospital  outpatient  department  also 
provided  service  to  inpatients.    In  addition,  half  of  the  PAs  responding  to 
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our  survey  who  conducted  inpatient  visits  also  worked  in  the  outpatient 
department.   Second,  the  PA  payment  rate  limitations  established  by 
—  Section  9338  of  OBRA-]986  do  not  separate  inpatient  and  outpatient 

hospital  services.   Third,  no  PA  compensation  cost  information  is  available 
which  separately  identifies  inpatient  and  outpatient  visits. 

Types  of  care  are  further  categorized  by  the  State  in  which  the  care  was 
delivered.    (Note:    The  five  States  listed  in  Table  B-1  comprise  the  sample.) 
The  rows  in  Table  B-1  labeled  "MEAN"  contain  averages  taken  across  the 
States  (the  numbers  appearing  in  these  rows  are  included  in  Table  2  in  the 
main  text). 

(2)       Maximum  Physician  Charge 

Definition;   The  maximum  amount  a  physician  could  receive  under 
Medicare  Part  B  for  a  given  type  of  care. 

Explanation;    For  a  selected  set  procedures,  physician  (nonspecialist) 
prevailing  charge  data  were  collected  for  visits  conducted  in  the  office, 
hospital,  and  nursing  home.   Prevailing  charge  data  were  also  collected  for 
certain  surgical  procedures.   (Note;   Either  specialist  or  nonspecialist 
prevailing  charge  data  were  collected,  depending  on  the  particular  carrier 
and  the  procedure.)   The  CPT-'^/HCPCS  codes  for  the  selected  procedures 
used  in  the  study  were:    office  (90060,  90010);  hospital  inpatient  (90215, 
90260);  nursing  home  (90315,  90360);  and  surgery  (66983,  52601,  33207, 
1*76)00,  '*9505).   The  medical  procedures  selected  were  intermediate- 
intensity  services  and  the  surgical  procedures  chosen  have  been  shown  to 
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be  common  (i.e.,  high  volume)  among  Medicare  beneficiaries  (Burney  and 
Schieber,  19S5).    Carriers  furnished  prevailing  charges  for  these  procedures 
for  all  localities  in  their  catchnent  area.   For  office,  nursing  home,  and 
hospital  inpatient  care,  the  prevailing  charges  for  the  pair  of  selected 
CPT-!f/HCPCS  visit  codes  were  averaged  within  each  locality.   The 
resulting  mean  prevailing  charges  were  then  averaged  across  localities  to 
yield  State  averages  for  each  type  of  care. 

To  derive  the  maximum  physician  charge  for  hospital  outpatient  services, 
mean  State  office  prevailing  charges  were  multiplied  by  the  60  percent 
nonspecialist  Medicare  outpatient  payment  limit.   Next,  the  State  inpatient 
and  outpatient  means  were  combined  to  form  a  mean  hospital  care 
maximum  charge  for  each  State.   This  was  done  by  applying  weights 
derived  from  the  PA  telephone  sur/ey.    Of  the  PAs  who  responded  to  our 
survey  who  provided  hospital  care,  on  average,  90.3  percent  of  their  total 
hospital  visits  were  with  inpatients  and  9.7  percent  were  with  outpatients. 
These  percentages  were  used  as  weights  to  combine  the  mean  inpatient  and 
outpatient  prevailing  charges  into  a  single  weighted  average  hospital 
prevailing  charge. 

To  construct  the  maximum  physician  charge  for  surgical  assists,  the 
20  percent  Medicare  nonspecialist  physician  payment  limit  was  applied  to 
the  State  average  of  the  prevailing  charges  for  the  five  surgical  procedures 
used  in  the  study.   Recent  legislation  has  limited  physician  payment  rates 
for  certain  "overpriced  procedures"  which  are  included  in  this  study.   For 
example,  0BRA-S6  reduced  prevailing  charges  for  cataract  surgery. 


03RA-S7  will  reduce  prevailing  charges  for  pacemaker  implantation  and 
transurethral  resection  of  the  prostate,  as  well  as  cataract  surgery.  In 
addition,  OBRA-86  mandated  pre-approval  by  PROs  of  assistants-a*-- 
surgery  for  cataract  surgeries.   The  implication  is  that  the  PA  payment 
rate  for  surgical  assists  might  be  somewhat  o/erestimated. 

(3)  PA  Payment  Factor 

Definition;   The  Medicare  payment  rate  for  PA  services  (as  a  percentage  of 
the  maximum  physician's  charge)  set  by  Congress. 

(*)      Implied  Maximum  PA  Rate 

Definition:  The  product  of  the  maximum  physician  charge  and  the  PA 
payment  factor. 

(5)       Mean  PA  Compensation  Cost 

Definition;    Mean  cost  per  visit  based  on  salary  and  fringe  benefits  for  PAs 
who  provide  each  type  of  care. 

Explanation;  To  estimate  salaries  of  PAs  providing  alternative  types  of 
care,  observations  from  the  19S7  AAPA  Masterfile  Survey  were  grouped 
into  several  categories.   PAs  were  categorized  as  "nursing  home  care 
providers"  if  any  nursing  home  visits  were  conducted;  "surgical  assist 
providers"  if  no  nursing  home  visits  were  conducted  but  surgical  assists 
were;  "hospital  care  providers"  if  no  nursing  home  visits  or  surgical  assists 
were  provided  but  hospital  visits  were;  and  "office  care  providers"  if  the 
PA  did  not  fall  into  any  of  these  categories.  The  source  for  salary  data 
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was  the  19S7  AAPA  Masterfile  Survey  (19S6  data).   A  data  set  was 
constructed  that  included  only  those  PAs  working  in  the  five  States  for 
which  prevailing  charge  data  were  collected.   The  Tiean  PA  salary  in. each 
State  was  calculated,  and  tliese  means  jvere  adjusted  for  type  of  care 
provided.   Because  there  were  small  numbers  of  PAs  categorized  as  nursing 
home  care  providers,  the  adjustment  for  type  of  care  was  not 
State-specific,  but  based  on  the  salary  distribution  across  type  of  care  for 
all  PAs  in  the  five  States.   The  resulting  adjusted  mean  salaries  were  then 
increased  by  20  percent  to  account  for  fringe  benefits.   No  PA-specific 
fringe  benefit  percentage  is  available.  This  number  was  selected  because 
it  represents  an  estimate  of  the  average  fringe  percentage  for  workers 
nationally  (U.S.  Department  of  Commerce  data). 

The  annual  compensation  cost  estimates  were  then  converted  into  per  visit 
cost  estimates.   Ideally,  the  mean  annual  compensation  costs  for  PAs 
providing  each  type  of  care  should  each  be  divided  by  the  number  of  annual 
visits  completed  by  PAs  in  each  type  of  care.   However,  specific  visit 
productivity  information  is  not  available  for  PAs  providing  different  types 
of  care.  Therefore,  for  all  nonsurgical  assistant  care  categories,  the  mean 
compensation  costs  were  divided  by  a  projection  of  primary  care  office  PA 
annual  visits  (from  Mendenhall  (19S0)  data  —  U.2  visits  per  (assumed)  8 
hour  day,  multiplied  by  5  days  per  week  and  50  weeks  per  year  =  3550  visits 
per  year). 

The  mean  PA  compensation  cost  estifnate  per  surgical  assist  was 
calculated  as  follows.  First,  mean  surgical  assistant  annual  compensation 
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cost  was  divided  by  an  estimate  of  the  number  of  hours  worked  per  year  by 
surgical  assistant  PAs  (hours  per  week  information  came  from  the  PA 
telephone  survey;  weeks  per  year  assumed  to  be  50).   Second,  the 
compensation  cost  per  hour  was  multiplied  by  the  a/erage  number  of  hours 
it  takes  the  PA  to  perform  a  surgical  assist  (from  the  PA  telephone 
survey).   The  latter  figure,  2.06  hours  per  assist,  is  quite  close  to 
information  that  can  be  derived  from  the  A  MA  (19S6)  for  physician  hours 
per  operation  —  physicians  spend  an  average  of  5.7  hours  per  week  in 
surgery  and  perform  3  operations  per  week,  or  an  average  of  1.9  hours  for 
each  operation.   However,  aside  from  the  self-reported  estimates  from  the 
PA  telephone  survey,  there  was  no  information  available  on  actual  PA  time 
spent  per  procedure.   This  represents  a  major  area  of  uncertainty  for  PA 
compensation  costs. 

(6)       Mean  Supervisory  Cost  Per  Visit 

Definition;  Salary  plus  fringe  benefit  cost  of  physician  time  spent 
supervising  a  PA  visit. 

Explanation:    19S5  mean  physician  income  (AMA,  19S6)  data  for  the  census 
division  in  which  each  State  is  located  is  used  for  the  calculation 
(State-level  data  were  unavailable).  The  five  States  in  the  sample  belong 
to  three  census  divisions:   Pacific  (California);  Mid-Atlantic  (New  York, 
Pennsylvania);  and  South-Atlantic  (Maryland,  North  Carolina).  The  applied 
fringe  benefit  percentage  was  derived  based  upon  a  1983  fringe  benefit 
value  (NORC,  1985)  of  $20,903  for  one  physician  divided  by  the  1983  mean 
income  for  physicians  ($106,090)  from  the  AMA  (1986).   The  fringe 

D-7 


percentage  is  tlvjs  19.7.   Each  State's  ■■nean  physician  fringe  amount  is 
added  to  the  -nean  physician  salary  figure.   These  mean  annual  _ 
conpensation  values  were  trended  forward  from  May  1985  to  December 
19S6  by  the  Consumer  Price  Index.   Inflation-adjusted  annual  compensation 
is  then  divided  by  the  mean  number  of  hours  worked  by  a  physician 
(^7.5  weeks  times  51  hours  per  week)  (A  MA,  19S6)  to  arrive  at  physician 
hourly  compensation  cost. 

The  product  of  the  State  physician  hourly  compensation  cost  and  an 
estimate  of  supervisory  hours  per  visit  provides  the  estimate  of  mean 
supervisory  cost.  PA  telephone  survey  data  were  used  to  devise  a  range  of 
physician  supervisory  times  for  each  type  of  visit.  The  mean  high  and  low 
values  were  used  to  define  a  range  for  supervisory  time,  and  hence, 
supervisory  cost.   Hospital  physician  supervisory  time  was  calculated  as  a 
weighted  average  of  inpatient  and  outpatient  care  supervisory  times. 
Physician  supervisory  costs  for  PAs  acting  as  surgical  assistants  were 
assumed  to  be  zero  (i.e.,  presumably,  the  surgeon  engages  in  PA  supervision 
while  performing  the  tasks  of  surgery  and  no  extra  costs  are  borne  for 
supervision).   Nevertheless,  this  assumption  may  not  be  a  good  one  since 
little  is  known  about  actual  surgical  practice  behavior. 

(7)      Mean  Overhead  Cost 

Definition:  The  mean  overhead  cost  allocated  to  a  PA  visit. 

Explanation:  Separate  estimates  are  developed  for  institutionally- 
employed  and  office  practice-employed  PAs  since  mean  overhead  cost  of 


care  is  affected  by  the  PA's  site  of  cinploy.Tient.   For  institutionally- 
employed  PAs,  no  overhead  costs  should  be  included  in  chargesjor  visits 
conducted  at  their  institutions  if  one  assunnes  that  Medicare's  share  of 
institutional  o/erhead  costs  are  paid  for  separately.   These  PAs  will  have 
the  lowest  mean  o/erhead  costs  associated  with  their  visits  —  zero.   (Since 
the  required  data  were  unavailable  for  PAs  employed  by  hospital-based 
pliysician  practices,  the  per-visit  overhead  was  assumed  to  be  zero.) 
However,  PAs  employed  by  physician  practices  traveling  to  the  hospital  or 
nursing  home  to  conduct  visits  or  perform  surgical  assists  may  spread  some 
office  overhead  costs  to  these  out-of-office  visits.   Therefore,  PAs  working 
for  office  practices  will  have  the  highest  mean  overhead  costs  associated 
with  their  visits.    Ultimately,  the  mean  estimate  for  all  PAs  will  be  a 
weighted  average  of  the  institutionally-employed  PA's  mean  per-visit 
overhead  cost  (zero)  and  the  office-based  PA's  mean  per-visit  overhead 
costs  weighted  by  the  proportions  of  visits  provided  by  PAs  of  each 
employer  type. 

The  estimated  mean  per  visit  overhead  cost  for  office-based  employees 
still  must  be  calculated.   The  components  of  office  overhead  cost,  from  the 
AMA  (19S6),  are:   nonphysician  salaries  (reduced  to  reflect  the  fact  that 
some  PA  salary  figures  might  be  included,  but  should  not  be  counted,  here); 
office  expenses  (rent/depreciation  plus  utilities);  medical  supply  costs; 
malpractice  insurance  premiums;  and  medical  equipment  expenses.   As 
with  physician  income  data,  information  on  these  components  of  overhead 
were  available  only  for  census  regions.   Therefore,  the  overhead 
calculations  for  each  State  made  use  of  the  corresponding  census  region 
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information.   It  is  unclear  what  co-nponents  of  office  overhead  should  be 
allocated  to  nonoffice  visits  (i.e.,  spread  over  both  office  and  nonoffice 
visits)  since  the  hospital  is  a  natural  extension  of  the  office  (i.e.,  office 
visits  generate  hospital  visits).   Thus,  two  alternative  scenarios  were 
developed.   In  the  first,  it  was  assuitied  that  office  practices  spread  only 
malpractice  costs  o/er  all  visits.  In  the  second  scenario,  office  practices 
were  assumed  to  spread  all  o>^erhead  costs  evenly  over  all  visits.   A 
potential  third  scenario  would  be  to  spread  both  malpractice  and  billing 
costs  o/er  all  visits.   This  is  an  appealing  scenario  because  it  is  likely  that 
physician  practices  incur  billing  costs  as  well  as  malpractice  costs  for  all 
visits,  regardless  of  setting.   However,  this  scenario  was  not  used  since 
data  on  billing  costs  were  not  available. 

To  calculate  mean  PA  per  visit  overhead  costs  under  the  first  cost 
allocation  scenario,  the  malpractice  insurance  premium  component  of 
overhead  for  19S5  was  trended  forward  (from  May  19S5  to  December  1986) 
using  the  medical  equipment  subcomponent  of  the  medical  component  of 
tlie  Consumer  Price  Index.   Under  the  second  scenario,  the  total  of  all 
overhead  components  is  similarly  trended  forward.  To  calculate  the  per 
visit  overhead  figures  for  these  two  scenarios,  each  State's  appropriate 
annual  cost  is  divided  by  the  mean  total  number  of  solo  practice  visits  in 
all  settings  (3550  PA  visits  from  Mendenhall,  plus  national  mean  physician 
visits  of  562Jt  -  a  mean  of  1  IS.'*  visits  per  week  and  '^7.5  weeks  per  year). 

As  was  discussed  earlier,  hospital  inpatient  visits,  nursing  home  visits,  and 
surgical  assists  can  be  conducted  either  by  PAs  who  are  institutionally- 
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employed  or  by  PAs  who  work  for  physician  office  practices  and  a  mean  PA 
per  visit  o/erhead  cost  esti-nate  would  be  a  weighted  average  between  the 
means  of  tiiese  two  types  of  PAs.   AAPA  Masterfile  data  were  used  to 
create  the  weights.   First,  the  percentages  of  PA  visits  in  institutional 
settings  conducted  by  PAs  employed  by  the  institution  was  calculated. 
They  are  as  follows:    31.6  percent  of  PA  hospital  inpatient  visits  were 
conducted  by  hospital-employed  PAs;  45. 't  percent  of  PA  surgical  assists 
were  performed  by  hospital-employed  PAs;  and  26.6  percent  of  PA  nursing 
home  visits  were  performed  by  nursing  home  employed  PAs. 

Because  two  estimates  were  developed  for  office-based  PAs,  there  will  be 
two  overall  mean  PA  per  visit  overhead  cost  estimates.  The  first  is  the 
weighted  average  of  the  mean  overhead  cost  for  institutionally-employed 
PAs  and  the  first  scenario  estimate  of  mean  overhead  costs  for  office- 
practice  PAs.  The  second  uses  the  same  weights  and  the  zero-dollar 
estimate  for  institutionally-employed  PAs  but  substitutes  the  second 
scenario  estimate  of  office-based  PA  mean  per  visit  overhead. 

For  nursing  home  and  surgical  assisting  types  of  care,  it  is  these  weighted 
averages  that  appear  in  Table  3-1.  For  hospital  care,  a  weighted  average 
of  inpatient  and  outpatient  overhead  costs  still  must  be  calculated.  It  is 
ssumed  that  all  hospital  outpatient  PA  visits  are  conducted  by  hospital- 
nployed  PAs  (only  in  rare  instances  did  office-employed  PAs  responding 
to  the  telephone  survey  report  that  they  conducted  outpatient  visits). 
Therefore,  mean  overhead  costs  for  outpatient  visits  are  assumed  to  be 


assu; 


ei 


zero. 
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Note  that  mean  overhead  costs  for  surgical  assists  may  be  somewhat 
understated  since  the  base  used  in  the  denominator  (i.e.,  annual  practice 

visits)  likely  exceeds  tlie  number  of  surgical  assists  provided  in  a  year. 

While  the  latter  is  the  preferred  denominator  for  surgical  assists  (since 
assists  ta'<e  much  longer  than  visits),  no  data  were  available. 

(8)  Mean  Average  Cost 

Definition;  The  sum  of  mean  PA  compensation  cost,  mean  supervisory 
cost,  and  mean  overhead  cost. 

(9)  Net  Revenue  per  Visit 

Definition;  The  difference  of  the  implied  maximum  PA  rate  and  the  mean 

average  costs. 

(10)  Implied  Payment  Factor 

Definition;  The  ratio  of  the  mean  average  cost  and  the  maximum  physician 

charge. 
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